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(b) Rules relating to the “‘official custo-
dian’’—(1) Qualifications for an ‘‘official
custodian’. In order to qualify as an
“official custodian” for the purposes of
paragraph (a) of this section, such cus-
todian must have plenary authority,
including control, over funds owned by
the public unit which the custodian is
appointed or elected to serve. Control
of public funds includes possession, as
well as the authority to establish ac-
counts for such funds in insured deposi-
tory institutions and to make deposits,
withdrawals, and disbursements of
such funds.

(2) Official custodian of the funds of
more than one public unit. For the pur-
poses of paragraph (a) of this section, if
the same person is an official custodian
of the funds of more than one public
unit, he or she shall be separately in-
sured with respect to the funds held by
him or her for each such public unit,
but shall not be separately insured by
virtue of holding different offices in
such public unit or, except as provided
in paragraph (c) of this section, holding
such funds for different purposes.

(3) Split of authority or control over
public unit funds. If the exercise of au-
thority or control over the funds of a
public unit requires action by, or the
consent of, two or more officers, em-
ployees, or agents of such public unit,
then they will be treated as one ‘‘offi-
cial custodian” for the purposes of this
section.

(c) Public bond issues. Where an offi-
cer, agent or employee of a public unit
has custody of certain funds which by
law or under a bond indenture are re-
quired to be set aside to discharge a
debt owed to the holders of notes or
bonds issued by the public unit, any de-
posit of such funds in an insured depos-
itory institution shall be deemed to be
a deposit by a trustee of trust funds of
which the noteholders or bondholders
are pro rata beneficiaries, and the ben-
eficial interest of each noteholder or
bondholder in the deposit shall be sepa-
rately insured up to the SMDIA.

(d) Definition of ‘‘political subdivision’’.
The term ‘‘political subdivision’ in-
cludes drainage, irrigation, navigation,
improvement, levee, sanitary, school or
power districts, and bridge or port au-
thorities and other special districts
created by state statute or compacts
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between the states. It also includes any
subdivision of a public unit mentioned
in paragraphs (a)(2), (a)(3) and (a)(4) of
this section or any principal depart-
ment of such public unit:

(1) The creation of which subdivision
or department has been expressly au-
thorized by the law of such public unit;

(2) To which some functions of gov-
ernment have been delegated by such
law; and

(3) Which is empowered to exercise
exclusive control over funds for its ex-
clusive use.

[63 FR 25756, May 11, 1998, as amended at 71
FR 14631, Mar. 23, 2006]

§330.16 Noninterest-bearing trans-
action accounts.

(a) Separate insurance coverage. From
December 31, 2010, through December
31, 2012, a depositor’s funds in a ‘‘non-
interest-bearing transaction account”
(as defined in §330.1(s)) are fully in-
sured, irrespective of the SMDIA. Such
insurance coverage shall be separate
from the coverage provided for other
accounts maintained at the same in-
sured depository institution.

(b) Certain swept funds. Notwith-
standing its normal rules and proce-
dures regarding sweep accounts under
12 CFR 360.8, the FDIC will treat funds
swept from a noninterest-bearing
transaction account to a noninterest-
bearing savings deposit account as
being in a noninterest-bearing trans-
action account.

(c) Disclosure and notice requirements.
(1) By no later than February 28, 2011,
each depository institution that offers
noninterest-bearing transaction ac-
counts must post prominently the fol-
lowing notice in the lobby of its main
office, in each domestic branch and, if
it offers Internet deposit services, on
its Web site:

NOTICE OF CHANGES IN TEMPORARY
FDIC INSURANCE COVERAGE FOR
TRANSACTION ACCOUNTS

All funds in a ‘‘noninterest-bearing trans-
action account’” are insured in full by the
Federal Deposit Insurance Corporation from
December 31, 2010, through December 31, 2012.
This temporary unlimited coverage is in ad-
dition to, and separate from, the coverage of
at least $250,000 available to depositors under
the FDIC’s general deposit insurance rules.
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Federal Deposit Insurance Corporation

The term ‘‘noninterest-bearing transaction
account’’ includes a traditional checking ac-
count or demand deposit account on which
the insured depository institution pays no
interest. It also includes Interest on Lawyers
Trust Accounts (“IOLTAs”). It does not in-
clude other accounts, such as traditional
checking or demand deposit accounts that
may earn interest, NOW accounts, and
money-market deposit accounts.

For more information about temporary
FDIC insurance coverage of transaction ac-
counts, visit www.fdic.gov.

(2) Institutions participating in the
FDIC’s Transaction Account Guarantee
Program on December 31, 2010, must
provide a notice by mail to depositors
with negotiable order of withdrawal ac-
counts that are protected in full as of
that date under the Transaction Ac-
count Guarantee Program that, as of
January 1, 2011, such accounts no
longer will be eligible for unlimited
protection. This notice must be pro-
vided to such depositors no later than
December 31, 2010.

(3) If an institution uses sweep ar-
rangements, modifies the terms of an
account, or takes other actions that re-
sult in funds no longer being eligible
for full coverage under this section, the
institution must notify affected cus-
tomers and clearly advise them, in
writing, that such actions will affect
their deposit insurance coverage.

[75 FR 69583, Nov. 15, 2010, as amended at 76
FR 4816, Jan. 27, 2011; 76 FR 41395, July 14,
2011]

§330.101 Premiums.

This interpretive rule describes cer-
tain payments that are not deemed to
be “‘interest’ as defined in §330.1(k).

(a) Premiums, whether in the form of
merchandise, credit, or cash, given by a
bank to the holder of a deposit will not
be regarded as ‘‘interest’ as defined in
§330.1(k) if:

(1) The premium is given to the de-
positor only at the time of the opening
of a new account or an addition to an
existing account;

(2) No more than two premiums per
deposit are given in any twelve-month
interval; and

(3) The value of the premium (in the
case of merchandise, the total cost to
the bank, including shipping,
warehousing, packaging, and handling
costs) does not exceed $10 for a deposit
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of less than $5,000 or $20 for a deposit of
$5,000 or more.

(b) The costs of premiums may not be
averaged.

(c) A bank may not solicit funds for
deposit on the basis that the bank will
divide the funds into several accounts
for the purpose of enabling the bank to
pay the depositor more than two pre-
miums within a twelve-month interval
on the solicited funds.

(d) The bank must retain sufficient
information for examiners to deter-
mine that the requirements of this sec-
tion have been satisfied.

(e) Notwithstanding paragraph (a) of
this section, any premium that is not,
directly or indirectly, related to or de-
pendent on the balance in a demand de-
posit account and the duration of the
account balance shall not be considered
the payment of interest on a demand
deposit account and shall not be sub-
ject to the limitations in paragraph (a)
of this section.

[76 FR 41395, July 14, 2011]
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